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I. Economics

Reference: Associated General Contractors of America
Updated 2/16/2023 

Source: BLS: www.bls.gov/cpi for CPI, www.bls.gov/ppi for 
PPIs; www.bls.gov/ect for ECIs. Compiled by Ken Simonson 

(ken.simonson@agc.org), Chief Economist, Associated 
General Contractors of America, www.agc.org.
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• Financial Effects of the Healthcare Environment
• Project Types in Healthcare

• Minor Renovations & Appearance Upgrades (refresh)
• Infrastructure & Energy
• Major Renovations & Additions
• New Construction (inpatient, surgical, diagnostics, outpatient, on-campus/off-campus)

• Key Results
• Patient Satisfaction (comfort & perception)
• Clinical Outcomes (safety, quality)
• Brand Strength
• Operational Costs (ROI, utility rebates/ incentives, repairs/ maintenance)

I. Economics
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• Master/ Strategic Planning
• Current Physical Assets (Facility Condition Assessment)
• Renovate, Re-Purpose, Remove, or Rebuild
• Strategic Initiatives (Growth/ Expansion)

• Phased Approaches
• On-Campus vs Off-Campus 

• The Right Service Lines in the Right Environment
• Healthcare Occupancy vs Business Occupancy
• Parking & Logistics (on-campus vs off-campus)

I. Economics
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POLLING QUESTION #1 - DISCUSSION

Average dollar per square foot ($/SF) construction cost of a new 3-story hospital?
1. $150.26/sf

2. $322.27/sf

3. $419.18/sf
           Building Design + Construction, April 13, 2023

(location and complexity of design will drive costs)

Recent Examples (below are total project costs):

• UChicago Freestanding Cancer Care Center: 500,000sf @ $633,000,000 total cost = $1,266/sf

• The Ohio State University Wexner Medical Center: 1,900,000sf @ $1,790,000,000 total cost = $942/sf

• Vanderbilt University Medical Center Inpatient Tower: 500,000sf @ $500,000,000 total cost = $1,000/sf
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• Unintended Consequences in Healthcare
• More than 250,000 people in the U.S. die every year from medical errors 
• Third leading cause of death in America in 2018
Source: hopkinsmedicine.gov

• Medical errors cost approximately $20 billion a year  
Source: nih.gov

I. Economics
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• Infection Prevention
• Hospital Acquired Infections (HAI’s)

• 1 in 31 U.S. patients contracts at least one infection in association with their healthcare 
each day. 

• Surgical Site Infections (SSI’s) account for 20% of all HAIs
• Est. annual cost of $3.3B
• Extended hospital stay of 9.7 days

• Cost of hospitalization increased by more than $20,000/admission
Source: cdc.gov, Jan 2023

II. Patient, Visitor, & Team Safety

https://www.cdc.gov/hai/eip/antibiotic-use.html
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• Health of the Environment
• Water Quality

• Bacteria

• Legionella

• Air Quality
• Contaminants
• Pressurization

• Volume (air changes per hour)

• Maintenance (& lack thereof)
• Water Treatment
• Sewage

• Mold

II. Patient, Visitor, & Team Safety
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• Hazards
• Security & Access Control
• Preventative Maintenance (electrical, plumbing, HVAC)
• Event Recovery

• Fire
• Floods 
Example: a broken fire sprinkler head can release 25 gallons of water per minute       assuming it takes 4-6 minutes to identify, 
respond, & close the valve, that equates to approximately 100–150 gallons of water on the floor       the average bathtub holds 
approximately 40 gals of water.

• Weather
• Utility Interruptions

• Behavioral Health
• Inpatient Care Units
• Emergency Department Observation Unit (waiting for facility transfer)

II. Patient, Visitor, & Team Safety
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• Construction & Maintenance Activities
• Pre-Planning & Coordination

• Schedule
• Communication

• Key Performance Indicators (associated Issues)
• Medication/ Dosing Errors (distraction, utility interruption)
• Errors Related to Anesthesia (disruption, distraction)

• Hospital Acquired Infections (air quality, water quality, contamination)
• Missed/ Delayed Diagnosis & Treatment (accessibility, disruption, distraction, utility interruptions)

• Surgical Errors (disruption, utility interruption)

II. Patient, Visitor, & Team Safety
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POLLING QUESTION #2 - DISCUSSION

ALL OF THE ABOVE!
(trick question)
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POLLING QUESTION #2 - DISCUSSION
• IC.02.02.01, EP 2: The hospital implements infection prevention and control activities when doing the following: 

Performing intermediate and high-level disinfection and sterilization of medical equipment, devices, and supplies.

• NPSG.15.01.01, EP 1: For psychiatric hospitals and psychiatric units in general hospitals: The hospital conducts an 

environmental risk assessment that identifies features in the physical environment that could be used to attempt 

suicide; the hospital takes necessary action to minimize the risk(s) (for example, removal of anchor points, door 

hinges, and hooks that can be used for hanging). For nonpsychiatric units in general hospitals: The organization 

implements procedures to mitigate the risk of suicide for patients at high risk for suicide, such as one-to-one 

monitoring, removing objects that pose a risk for self-harm if they can be removed without adversely affecting the 

patient’s medical care, assessing objects brought into a room by visitors, and using safe transportation procedures 

when moving patients to other parts of the hospital.
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POLLING QUESTION #2 - DISCUSSION
• MM.06.01.01, EP 3: Before administration, the individual administering the medication does the following:

• Verifies that the medication selected matches the medication order and product label.
• Visually inspects the medication for particulates, discoloration, or other loss of integrity.
• Verifies that the medication has not expired.
• Verifies that no contraindications exist.

• Verifies that the medication is being administered at the proper time, in the prescribed dose, and by the 
correct route.

• Discusses any unresolved concerns about the medication with the patient’s licensed independent 
practitioner, prescriber (if different from the licensed independent practitioner), and/or staff involved with the 
patient’s care, treatment, and services.

• EC.02.06.01, EP 1: Interior spaces meet the needs of the patient population and are safe and suitable to the care, 
treatment, and services provided.
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POLLING QUESTION #2 - DISCUSSION

• EC.02.05.01, EP 15: In critical care areas designed to control airborne contaminants (such as biological agents, 

gases, fumes, dust), the ventilation system provides appropriate pressure relationships, air exchange rates, filtration 

efficiencies, temperature, and humidity. For new and existing health care facilities, or altered, renovated, or 

modernized portions of existing systems or individual components (constructed or plans approved on or after July 5, 

2016), heating, cooling, and ventilation are in accordance with NFPA 99-2012, which includes 2008 ASHRAE 170, 

or state design requirements if more stringent.
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• Your Care from Nurses/ Doctors
• Disruptions
• Communication
• Behavioral

• The Hospital Environment
• Cleanliness
• Noise & Disruptions

• Your Experiences in this Hospital
• When You Left the Hospital

III. Improving Patient Satisfaction Scores (HCAHPS)
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• Overall Rating of Hospital
• Experience
• Perception

• Understanding Your Care When You Left the Hospital
• About You

• Admission through the ED
• Overall Mental/ Emotional Health

• Survey Goals
• Patient’s Perspective on Services Received
• Quality of Care to Patients
• Accountability

III. Improving Patient Satisfaction Scores (HCAHPS)
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• Engineering
• Energy Consumption

• Food Sales & Service
• Healthcare
• Retail
• Technology & Science

• Energy Uses
• Lighting
• Heating/ Cooling
• Water

Energy Star Portfolio Manager; U.S. Energy Use Intensity by Property Type Technical Reference, April 2021 (EUI Benchmarking)

IV. Operational Efficiencies
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• Engineering
• Preventative Maintenance

• Repair vs Replacement
• Emergency Shutdowns

• Efficiency of Automation vs. Manual Operations
• Life Cycle 

• Upfront Costs
• Life Expectancy
• Operational Expenses

IV. Operational Efficiencies
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• Maintenance
• Material Selections
• Serviceable Life
• Equipment & Parts Availability
• Domestic vs Imported Parts

• During Construction & Facility Upgrades
• Facility Access

• Parking
• Wayfinding
• Intake/ Discharge
• Police & Fire

• Staff Circulation & Support (additional FTE’s)

IV. Operational Efficiencies
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• Economic Challenges
• Inflation
• CMS/ Insurance Reimbursement

• Safety & Quality of Care
• Improved Outcomes
• Staff Retention
• Brand Recognition

• Operations
• Efficiency
• Old Habits

Closing Thoughts
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How Can We HELP?
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A national healthcare advisory services firm 
providing consulting, audit, and tax services 




